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To  the  Honorable  the  Mayor: 

For  many  years  the  Finance  Commission  had  urged  that  an  ade- 
quate amount  of  Overlay  should  be  appropriated  to  cover  abatements. 
In  1957,  the  Funding  Loan  Act  (Chapter  717)  provided  that  an  amount 
not  less  than  5$  nor  more  than  6$  of  Net  Requirements  be  provided  each 
year  in  the  determination  of  the  Tax  Rate.   The  City,  however,  has 
tokon  advantage  of  the  6iJ  provision  only  in  the  year  1970. 

It  Is  surprising  to  find  the  City  appropriating  less  than  the 
maximum  overlay  permitted  by  law,  and  thus  laying  the  groundwork  for 
a  subsequent  deficit,  in  the  face  of  a  rising  tide  of  abatements. 
Table  IV  (Appendix)  presents  a  profile  of  the  abatement  situation. 

In  1965,  when  the  Statutory  Abatement  for  The  Elderly  became 
effective  (Chapter  59-5,  Section  41)  It  should  have  been  apparent 
that  a  larger  Overlay  would  be  needed;  however,  no  change  was  made 
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In  the  Overlay  provision.   This  category  of  abatement  has  become  no 
Inconsiderable  part  of  the  dollar  abatement  total  and  contributes  in 
part,  at  least,  to  the  annual  Overlay  Deficits  which  must  be  appro- 
priated in  the  next  succeeding  year.   See  Table  IV. 

The  attached  tables  reveal  that  the  City  has  been,  for  the  most 
part,  appropriating  an  inadequate  Overlay  in  anticipation  of  abatements, 
Table  I  shows  Net  Requirements  before  Overlay  (i.e.,  appropriations 
not  including  Overlay  less  Revenues  and  Credits)  Overlay  Appropriated, 
Per  cent  of  Net  Requirements,  Abatements  Granted  (by  levy  year  through 
12-31-72),  and  finally  Overlay  that  would  be  needed  to  meet  the  level 
of  Abatements  (actual  Abatement  experience).   Here,  the  Overlay  needed 
should  be  compared  with  what  had  been  actually  provided. 

It  will  be  noted  that  at  the  close  of  1972,  the  Overlay  Reserve 
Account  for  1970  has  a  small  balance.   By  comparison,  the  levy  years 
1968  and  1969  where  5.02  and  5.00?  had  been  provided,  and  at  the  close 
of  1972,  6.69  and  6.72?  would  have  been  needed  to  meet  the  dollar 
Abatement  level  experienced.   In  1971,  the  provision  is  back  to  5%, 
with  5.64?  actually  needed  at  the  close  of  1972. 

"   Table  II,  Overlay  Provided  and  Abatements  Granted  (1968  to  1972) 
shows  how  quickly  the  provision  for  Overlay  is  exhausted.   Consider 
the  1968  Levy  Year:   before  the  close  of  the  next  succeeding  calendar 
year,  the  provision  for  the  1968  Levy  Year  was  exhausted.   This  Is  also 

true  of  the  Levy  Year  1971  and  is  probably  also  true  of  Levy  Year  1972 

the 
at  this  point  in  time.   It  is/considered  opinion  of  the  Finance  Com- 
mission that  at  the  present  level  of  abatements,  even  6%    will  prove 
to  be  inadequate. 

Table  III,  Total  Abatements  Granted  (all  levy  years)  by  Calen- 
dar Year  shows  the  dollar  total  of  abatements  granted  in  calendar 
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years  1968  through  1972. 

Table  IV  lists  Abatements  Granted  by  Category  (all  Levy  Years) 
in  the  Calendar  Years  1971  and  1972  showing  the  volume  of  abatements 
including  those  granted  to  the  Elderly  under  Clause  41  of  Chap.  59, 
Sec.  5  of  the  General  Laws. 

It  seems  clear  that  if  the  computation  of  the  Tax  Rate  is  to  be 
'realistic  with  respect  to  setting  up  an  Overlay  against  prospective 
abatements,  at  least  the  maximum  of  6%    should  be  used.   Failure  to 
provide  an  adequate  Overlay,  simply  means  putting  over  to  a  subsequent 
year  what  is  a  proper  charge  in  the  current  year. 

One  would  expect  that  with  the  steady  increase  in  Net  Require- 
ments (the  amount  to  be  raised  by  taxation  -  See  Table  I),  the  result- 
ant Overlay  would  be  adequate  to  meet  abatements,  but  (as  Table  III 
reveals)  the  volume  of  abatements  has  increased  so  sharply  that  the 
City  has  no  alternative  but  to  use  the  maximum  of  6%    for  Overlay. 

Respectfully  submitted, 

Ralph  I.  Fine,  Chairman, 

Joseph  P.  McNamara, 

Frederick  R.  H.  Wltherby,  Esq., 

Henry  B.  Wynn,  Esq. , 

THE  FINANCE  COMMISSION. 

Thomas  J.  Murphy, 
Executive  Secretary. 
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ABATEMErrrS  GRAINED  BY  CATEGORY 


TABLE  IV 


Overvaluations* 

Settled** 

Decision 

Chapter  58-8 

Chapter  59-5 
Clause  17 
Clause  18 
Clause  22 
Clause  37 
Clause  41 
Clause  42 

Illegal 


1971 

$4,115,284.87 

3,147,031.44 

709,996.49 

234,337.55 

895,196.39 

669,429.22 

143,074.65 

2,183,618.50 

86,992.54 

3,277,163.88 

13,328.00 

123,701.80 

$15,599,155.34 


1972 

$6,651,687.48 

2,994,387.46 

1,412,440.07 

524,861.37 

1,134,329.67 

1,555,372.54 

270,267.48 

2,201,675.12 

97,599.52 

4,201,785.01 

45,911.51 

395,156.98 
$21,485,474.21*** 


Unco  I lectible 

Exempt 

Widows 

Aged,  Infirm 

Veterans 

Blind 

70,  Over 

Widow,  Fire,  Pol  Ice 

Illegal 


*lt  will  be  noted  that  the  first  three  categories  are  the  result  of  Overvaluation 
**After  withdrawal  from  Appellate  Tax  Board 
***Subject  to  minor  adjustment 
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